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Introduction
Cross-border mergers and acquisitions (M&As) 
have gained popularity over the last two 
decades (Erel, Liao, & Weisbach, 2012). They 
have become a dominant form of foreign direct 
investment in world economy (Zhu, 2011). 
Research on this type of expansion strategy, 
however, has not kept pace with this trend and 
it is highly fragmented, leaving gaps that need 
to be addressed (Collins et al., 2009). The area 
of cross-border acquisitions in Central and 
Eastern Europe, which is also of interest in this 
paper, represents such a gap.
The progress of globalization positively 
infl uenced the worldwide acquisition and 
merging activities of companies. However, there 
are some facts and trends in the world economy 
that highlight the importance and specifi city of 
M&As in Central and Eastern Europe. These 
facts and trends hang especially with the 
development after 1993, when a vast number 
of mergers were followed by an unprecedented 
increase of worldwide transactions. To some 
extent, this development was caused by 
changes of the political landscape in Europe 
and the relationships among European 
countries. Because of fall of the “iron curtain”, 
the proceeds of European integration, mainly 
the European single market, have created 
new possibilities. As a result, companies have 
been forced to develop and implement new 
expansion strategies. Motivated by the promise 
of value creation for their shareholders, 
multinational corporations have begun to use 
cross-border M&As as an important tool to 
acquire key resources and gain market entry to 
Central and Eastern European markets (Zhu, 
2011; Gavurová, Vagašová, & Kováč, 2016).
As understanding the problem and 
opportunities of cross-border acquisitions in 
Central and Eastern Europe is the essential 
element in understanding the nature of the up-
to-date global expansion strategy of a company 
from an emerging market connected to the 
EU, the main aim of this paper is to analyze 
announced and completed cross-border 
acquisitions between a public listed acquirer 
and target companies from Central and Eastern 
Europe concentrating on the associated 
reactions of the capital markets. The empirical 
analysis focuses on companies from Russia 
and Germany as dominant acquirers in this 
context (Statista, 2018).
Taking into account the above, following 
hypotheses are tested in this paper:
Hypothesis 1: Capital market believes that 
the effects of the investments realized in the 
form of cross-border acquisitions in Central and 
Eastern European markets are positive.
Hypothesis 2: Russian market is better 
in the area of cross-border acquisitions than 
remaining Central and Eastern European 
markets.
Analysis results indicate that Central and 
Eastern Europe are very attractive from market’s 
perspective due to the expected growth rates 
and the framework conditions as well as from the 
perspective of Western European investors, and 
that the Russian market is better in the area of 
cross-border acquisitions than remaining Central 
and Eastern European markets. Analysis results 
also show that effects of investments realized 
in form of cross-border acquisitions in Central 
and Eastern Europe are positive, and changes 
in stock prices are statistically signifi cant. These 
fi ndings provide some support to the synergistic 
and investment opportunity arguments of M&As 
in emerging markets asserted by Chari, Ouimet, 
and Tesar (2004).
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The remainder of this paper proceeds as 
follows. Section 1 provides the review of relevant 
literature. Section 2 explains the main motives 
for cross-border M&As in Central and Eastern 
Europe. Section 3 describes the sample and 
the research methodology. Section 4 presents 
the results, and Section 5 summarizes and 
concludes it all.
1. Literature Review
The progress of globalization (Hitt et al., 
1998; Hitt, Keats, & DeMarie, 1998), related 
increased economic integration (Bjorvatn, 
2004) and liberalization of international trade 
(Hijzen, Göro, & Manchin, 2008), together 
with accelerated development of technology 
(Conklin, 2005) positively infl uenced the 
worldwide acquisition and merging activities 
of companies. As a consequence of business 
environment transformation, fi rms required 
new resources and alternatives for strategic 
expansion and strengthening their own 
competitiveness, and M&As seemed to be 
a relatively fl exible (Rani, Yaday, & Jain, 2016), 
fast (Vasconcellos & Kish, 1998) and fi nancially 
attractive (Conklin, 2005) response to this need 
(see also Moeller, Schlingemann, & Stulz, 
2004; Nadolska & Barkema, 2007). Not the fact 
that M&As are one of the largest and riskiest 
capital budgeting projects that companies 
undertake has impeded the global growth of 
interest in M&As. The proof for this is the rise 
in total transaction value in M&As from about 
$151 billion in 1990 to more than $721 billion in 
2016 (UNCTAD, 2000; 2016), and the rationale 
for this may be attributed in part to a difference 
in companies’ motives for realizing such a deal 
(Boubakri, Chan, & Kooli, 2012).
Deals belonging to M&As began to appear 
more pronounced as far back as in the early 20th 
century in the U.S., where a large number of 
smaller companies began to join the so-called 
trusts in order to gain a competitive advantage in 
a rapidly consolidating global market (Spodniak 
& Cesnak, 2010). Subsequently, since 1993 
(Shimizu et al., 2004), a vast number of M&As 
was followed by an unprecedented increase of 
worldwide transactions (Moschieri & Campa, 
2014). As a result, M&As today are no longer 
the domain of just U.S. companies (Norburn & 
Schoeneberg, 1994).
To some extent, the growth of popularity of 
M&As outside the U.S. market was caused by 
changes of political landscape in Europe and 
the relationships between European countries 
(Calori & Lubatkin, 1995). Because of the fall 
of the “iron curtain”, the proceeds of European 
integration, mainly the European single market, 
have created new possibilities (Bjorvatn, 2004). 
Thus, in the 1980s, cross-border M&As seemed 
particularly attractive to companies wanting 
to become a part of single European market. 
While, however, before remaining national 
barriers came down, the main motive for these 
deals was a growing concern that unifi ed 
Europe could transform into a protectionist 
Fortress Europe, later there were two particular 
reasons for M&As of EU fi rms. Firstly, there 
was a need to complete the restructuring 
that had begun in the 1980s which could not 
be done by companies from the EU member 
countries alone, and, secondly, there were 
some regulatory changes that enabled hostile 
takeovers to occur more easily (Angwin & Savill, 
1997; Vasconcellos & Kish, 1998). Acquisition 
and merging activities in the EU subsided just 
in the late 1980s, when, as stated by Rugman 
and Verbeke (1991), the steps that were being 
taken to bring Europe together really created 
a natural barrier to entry for outsiders.
Bjorvatn (2004) and Moschieri, Ragozzino, 
and Campa (2014) also consider the process 
of regional integration experienced by the EU 
as a signifi cant factor affecting the growth 
strategies of companies worldwide. They argue 
that development of the EU has created a more 
fl uid environment for fi rms seeking international 
growth via M&As, despite the differences that 
continue to exist across the EU members. 
Ongoing business environment transformation 
in the EU, namely puts pressure on fi rms 
to restructure both internally and externally, 
and accompanied deregulation raises many 
incentives to undertake cross-border M&As in 
this region of Europe (see also Weston, Chung, 
& Hoang, 1998; Rossi & Volpin, 2004; Rao & 
Reddy, 2015).
Thus, in the course of time, motivated by the 
promise of value creation for their shareholders, 
multinational corporations have begun to use 
cross-border M&As as an important tool to 
acquire key resources and gain market entry to 
Central and Eastern European markets (Zhu, 
2011). The situation has mainly arisen as the 
countries of Central and Eastern Europe began 
to loosen high barriers and restrictions on 
foreign participation in the early 1990s (Conklin, 
2005). The industrial development of many 
EM_4_2018.indd   208 28.11.2018   13:13:19
2094, XXI, 2018
Finance
Central and Eastern European economies, their 
rapid economic growth (DePamphilis, 2015; 
Gavurová, Vagašová, & Kováč, 2016), and their 
deepening connection to the EU (Grigorieva & 
Petrunina, 2015) have also been a powerful 
driver of this development.
The need to focus on M&As in Central and 
Eastern Europe is supported also due the fact 
that one of the main results of globalization is 
a greater role of emerging markets in the world 
economy (see also Boubakri, Chan, & Kooli, 
2012; Marković, Rakita, & Filipović, 2016). 
Chari, Chen, & Dominquez (2012) also state 
that while foreign investment has traditionally 
fl owed from developed to developing countries, 
in recent years there has been an inverse trend.
One of the shortcomings of the extant M&A 
literature is just the relative inattention to cross-
border M&As in and out of emerging economies, 
resp. in and out of Central and Eastern 
European markets. In contrast to mergers and 
acquisitions in developed countries, which have 
been analyzed by a large number of studies (e.g. 
Conn & Connell, 1990; Chen & Su, 1997; Hitt et 
al., 1998; Andrade, Mitchell, & Stafford, 2001; 
Seth, Song, & Pettit, 2002; Aw & Chatterjee, 
2004; Campa & Hernando, 2004; Goergen 
& Renneboog, 2004; Chari, Quimet, & Tesar, 
2004a,b; Kiymaz, 2004; Lowinski, Schiereck, & 
Thomas, 2004; Shimizu et al., 2004; Otchere 
& Ip, 2006; Benou, Gleason, & Madura, 2007; 
Collins et al., 2009; Rabbiosi, Elia, & Bertoni, 
2012), only a few studies focus on M&As in and 
out of emerging markets (e.g. Chari, Ouimet, & 
Tesar, 2004; Pop, 2006; Aulakh, 2007; Nagano 
& Yuan, 2007; Bris & Cabolis, 2008; Graham, 
Martey, & Yawson, 2008; Trojanowski, 2008; 
Pablo, 2009; Gregoric & Vespro, 2009; Gubbi 
et al., 2010; Bhagat, Malhotra, & Zhu, 2011; 
Peng, 2012, Young et al., 2014; Lebedev et 
al., 2015; Marković, Rakita, & Filipović, 2016). 
Central and Eastern Europe are analyzed e.g. 
by Uhlenbruck and De Castro (2000), Meyer 
(2003), Lanine and Vander Vennet (2007), 
Bednarczyk et al. (2010), Brouthers and Dikova 
(2010) and Poghosyan and de Haan (2010), 
and the Russian acquisition and merging 
activities are the main object of interest e.g. by 
Roberts, Thompson, and Mikolajczyk (2008), 
Bhagat, Malhotra, and Zhu (2011), Bertrand 
and Betschinger (2012) and Rabbiosi, Elia, and 
Bertoni (2012).
This paper is closely related to Sharma 
and Raat (2016) who focus on the stock 
market reaction to cross-border acquisition 
announcements that involve Eastern European 
emerging-market targets. Using a dataset 
consisting of 125 deals in which fi rms from 
Germany, France, Netherlands, and the United 
Kingdom acquire ownership stakes in emerging 
as well as developed-markets in Europe during 
the period 1 January 2000 through 31 December 
2011, the authors state that when the target fi rm 
is located in either the Czech Republic, Poland, 
Hungary, or Russia, cumulative abnormal return 
to the acquiring developed-market company 
shows statistically signifi cant increase of 1.26% 
over a three day event window, following the 
announcement.
2. Motives for Cross-Border 
Acquisitions in Central 
and Eastern Europe
The acquisition process is a dynamic one 
(Georgopoulos, Argyros, & Boura, 2008). It 
represents one of the largest and riskiest capital 
budgeting projects that enterprises undertake 
(Boubakri, Chan, & Kooli, 2012; Alexandrou, 
Gounopoulos, & Thomas, 2014). Numerous 
authors therefore examine the incentives of 
companies for M&As (e.g. Meyer, 2011).
According to Sharma and Raat (2016), the 
motivations behind cross-border M&As appear 
to vary widely, depending on the individual 
company, the respective industry, the current 
economic environment, and on other various 
infl uencing factors. DePamphilis (2015) state 
that the drivers of cross-border M&As are 
largely similar to those of domestic M&As, and 
Horn and Persson (2001), give a fact as the 
main advantage of a cross-border acquisition 
that it provides access to foreign market, while 
a domestic acquisition reduces the competitive 
pressure in the domestic market (see also 
Bjorvatn, 2004). Due to their international 
nature, however, there are some specifi c 
factors which drive this cross-border deals, 
such as favourable regulatory environment and 
more stable political background in the host 
country, exchange rates, low foreign tax rates 
and better client base in the foreign economy 
(see Fig. 1). Cultural, geographic, and country-
level governance differences are also important 
motives for a cross-border transaction (Soltes & 
Gavurova, 2014). The same goes for differences 
in resources and technologies available in the 
host country. Moeller, Schlingemann, and Stulz 
(2004) and Boubakri, Chan, and Kooli (2012) 
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consider that the main motive for a cross-
border acquisition is the value creation for 
companies’ shareholders that usually comes in 
the form of risk reduction, synergy effects and 
the acquisition of undervalued assets.
In other words, M&As provide unique 
opportunities for the acquirer to gain new 
capabilities which an enterprise might 
otherwise fi nd diffi cult to develop on its own, 
to grow rapidly, and to gain access to new 
markets (Degbey & Hassett, 2016). Zhu, Jog, 
and Otchere (2014) also give strategic market 
entry hypothesis as the major motivation for 
cross border M&As. They understand M&As as 
a rapid way of entering a new market in a new 
country, and they note that acquirer enters the 
market cross border by acquiring an already 
established fi rm. In this way, the acquirer can 
take advantage of distribution channels, an 
established brand name, a qualifi ed labour 
force, management experience and local 
knowledge. Cross-border acquisitions give 
acquiring fi rms access to resources that may 
not be available in their home economy, and 
thereby, they enhance their capabilities to be 
competitive (Rani, Yaday, & Jain, 2016).
Neary (2007) views cross-border 
M&As as being motivated by market power 
considerations, and Guadalupe, Kuzmina, and 
Thomas (2012) state that the cross-border 
M&As are initiated in particular by the matching 
of complementary assets between domestic 
and multinational companies. Last but not least, 
some researchers note that M&As may reduce 
operating costs and transaction costs, improve 
effi ciency, and enhance the management of 
resource dependency. Others argue that M&As 
are driven primarily by management self-
interest (Sanders, 2001).
Central and Eastern European markets are 
primarily interesting as they offer high profi t 
margins due to – inter alia – low wage levels 
and inexpensive production cost (see Eurostat, 
2016). Furthermore, there are partly very good 
conditions for investment to be found especially 
in new EU-countries. European enlargement 
and integration has spread the rule of law and 
constitutional democracy in this region. This 
set up has led to political stability and brought 
economic success. From 2005 to 2014 the 
gross domestic product at market prices in 
Central and Eastern Europe grew from 6,910 
EUR to 11,909 EUR (Eurostat, 2016).
Fig. 1: Motives for cross-border mergers and acquisitions
Source: own according to Lebedev et al. (2015), Rani, Yaday, & Jain (2016) and Sharma & Raat (2016)
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In particular, two motives are of great 
importance in the context of cross-border 
acquisitions between Central and Eastern 
European and Russian, resp. German 
companies. One of course are synergy effects, 
for instance in the form of potential cost saving, 
purchase of expertise and extensions in the 
value chain. The other main motive is market 
driven: gaining market shares and acquiring 
new products as well as overcoming of market 
entry barriers. It is all about retaining or winning 
a competitive advantage.
The deepening of European single market 
and European Union’s enlargement towards 
Central and Eastern Europe improved the 
acquisition conditions for companies in that 
part of Europe. Central and Eastern European 
markets are primarily interesting as they offer 
high profi t margins due to – inter alia – low 
wage levels and inexpensive production 
cost (see Eurostat, 2016). It is no surprise 
that both strategic and institutional investors 
fi nd such circumstances worth considering. 
Furthermore, there are partly very good 
conditions for investment to be found especially 
in new EU-countries. European enlargement 
and integration has spread the rule of law and 
constitutional democracy in this region. This 
set up has led to political stability and brought 
economic success. From 2005 to 2014 the 
gross domestic product at market prices in 
Central and Eastern Europe grew from 6,910 
EUR to 11,909 EUR (Eurostat, 2016).
3. Data and Methodology
3.1 Data
In present empirical analysis, all announced 
takeovers by a Central or Eastern European 
company in the period from 1 January 1990 to 
30 June 2014 are examined. The time frame 
refl ects fundamental changes in the overall 
environment as mentioned earlier, and covers 
recent global fi nancial and economic crisis and 
European sovereign debt crisis, i.e. the time 
frame that few have studied. Due to the limited 
scope of this paper, however, the more detailed 
analysis of the sample and effects associated 
with the crisis is not part of the presented 
empirical analysis.
The initial sample involves 11,085 deals. 
The fi nal sample relates only to transactions 
with Russian and German companies. The 
sample consists of 150 transactions. The data 
originate from both the mergers and acquisitions 
database by Bloomberg (Data from 15 March 
2005 to 30 June 2014) and the mergers and 
acquisitions database by Thomson Financials 
(Data from 1 January 1990 to 15 March 
2005). The limitations of the analysis resulting 
from a structural break in the data are taken 
into account when interpreting results. The 
statistical analysis was carried out using the 
software SPSS.
The outcomes of primary analysis of the 
cross-border takeovers in Central and Eastern 
Europe in section 4.1 are followed by the statistical 
analysis of capital market’s reactions in the 
aftermath of an announced cross-border takeover 
of a Russian company by a German company and 
vice versa in section 4.2. The paper focuses on 
22 Central and Eastern European target countries 
(Albania, Bosnia and Herzegovina, Bularia, 
German Democratic Republic – until 1990, 
Estonia, Yugoslavia, Croatia, Latvia, Lithuania, 
Macedonia, Poland, Romania, Russia, Serbia, 
Slovak Republic, Slovenia, Czech Republic, 
Czechoslovakia – until 1993, Hungary, Ukraine, 
Belarus) affected by cross-border acquisitions by 
either Russian or German companies.
3.2 Methodology
The research methodology is based on 
determination of the expected reference rate of 
return and on calculation of the excess returns 
which were made in the following way.
1) Determination of expected reference 
rate of return
In order to determine abnormal excess returns, 
the reference rate of return is calculated 
according to a market model. The market model 
is based on Markowitz (1959) and assumes 
a linear coherence between the return from 
commercial papers and market portfolio.
titmiiti RR ,,,    (1)
where Ri,t is the return on security i at day 
t;  αi, βi are parameters; εi,t is noise; and Rm,t is 
the return on the market at day t.
Alpha and beta parameters are determined 
with the OLS method in the context of this study. 
The estimation period ends one day prior to 
beginning of the event period in order to avoid 
any overlapping. Central within the observation 
is the day of the announcement. The event 
period comprises 20 days around the day of 
the announcement. As the estimation period 
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for the determination of the market model’s 
parameters, a period of 748 to 20 days prior to 
the event period is used (for general remarks 
on the market model and the determination 
of the length of estimation period see Wulff 
(2001, p. 116). This period covers 728 trading 
days. The Stoxx-EURO 600 Index is used to 
determine the return of the market portfolio.
2) Calculation of the excess returns
The difference between effectively realized 
and theoretically anticipated return of a share 
expresses the excess return. In the information-
effi cient market and under the condition of the 
concurrent validity of the model consulted in 
order to determine the expected return, there 
do not exist systematic deviations of the two 
return fi gures.
E(ARi,t ) = 0 (2)
whereby the excess return is calculated as 
follows:
ARi,t = Ri,t – E(Ri,t ) (3)
where ARi,t is the abnormal return of the share 
i at day t, Ri,t is observed return of the share 
i at the stock exchange at day t, and  E(Ri,t ) is 
expected return of the share i at day t.
In literature, the additive as well as the 
multiplicative conjunction of the excess returns 
and the determination of buy-and-hold excess 
returns are used to determine cumulated 
excess returns. Empirical studies mainly use 
the additive determination procedure (for the 
calculation of cumulative excess returns see 
Mitchell and Stafford (2000)).
The additive approach of determination of 
cumulated excess returns traces back to the 
work of Fama et al. (1969) and is determined 
as follows:
ARi,t


Lt
t
Li RCAR


 ,,  (4)
The multiplicative conjunction of the excess 
returns was produced by Ball and Brown 
(1968). The result of a cumulated multiplicative 
compression of excess returns is captured 
in an abnormal-performance-index (API). In 
the present study it is resorted to the additive 
capture of the cumulated excess rates (see 
Wulff (2001, p. 134)).
4. Results and Discussion 
of Findings
4.1 Cross-Border Acquisitions 
in Central and Eastern Europe
The contemplation of the particular transferees 
by their company’s domicile shows that most of 
the announcements of an Central or Eastern 
European cross-border transaction were stated 
by a company that has its registered offi ce in 
Central or Eastern Europe (these enterprises 
are summarized in “Central and Eastern 
Europe“ category). However, this surprising fact 
can be explained by the defi nitional distinction 
of a cross-border acquisition by Thomson 
Financial. According to Thomson Financial, 
a M&A transaction by a transferee that has 
its registered offi ce in the Central or Eastern 
European market, the acquisition target, is 
defi ned as a cross-border transaction in case 
the transferee’s parent company has its head 
offi ce outside of that market.
Tab. 1 shows M&A distribution according 
to geographical area of both the acquiring and 
the target fi rm. 44.5% of all operations were 
announced by fi rms from the United Kingdom.
If we leave Central and Eastern Europe 
cross-border acquisitions out of consideration 
then US companies are the most common 
transferees with 1,208 announced cross-border 
acquisitions, followed by German companies 
with 998 announcements in Central and 
Eastern Europe.
Economic development of the respective 
Central and Eastern European countries, as 
well as the geographical proximity to Western 
European countries seem like the essential 
criteria in the decision making process. 
Companies from Poland, Czech Republic, 
Slovakia, Hungary and Russia are included in 
almost 63% of the announcements, which are 
all – except Russia – close to Western Europe. 
Furthermore, German transferees prefer an 
acquisition target from one of these countries in 
76% of all cases. Moreover, as can be seen from 
the fi gure, most of the announced transactions 
with 2,289 acquisition targets came from Russia, 
followed by Poland with 1,881 and Czech 
Republic with 1,374 acquisition intentions.
Regarding the companies that are 
summarized in the overall category „Central 
and Eastern Europe“, it becomes apparent 
that most of the announcements were made 
between companies in the same region. 
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Argentina 1 1 2
Bahamas 1 1 11 1 14
Belgium 2 15 1 2 4 2 40 9 15 4 9 6 39 16 20 3 1 188
Bermudas 2 6 1 1 2 1 2 6 1 2 2 26
Brazil 1 1 1 2 1 1 7
Cayman Island 3 1 1 1 6
Chile 2 2 4
Denmark 6 12 4 10 31 1 58 4 12 2 6 5 21 8 15 2 197
Germany 3 2 29 25 14 1 5 28 13 16 5 4 249 30 67 5 35 21 197 46 188 15 998
Finland 120 1 1 39 37 43 3 62 8 3 14 7 16 1 355
France 15 2 5 3 7 2 1 1 159 38 51 3 19 14 85 35 108 8 1 557
Greece 4 33 1 1 7 2 1 22 7 39 8 9 4 1 13 152
Ireland 6 1 2 3 21 1 13 4 4 8 4 67
Iceland 2 1 3 3 1 1 1 3 15
Italy 1 2 13 6 4 15 5 3 1 35 31 13 4 14 10 31 9 38 3 1 239
Japan 3 1 1 1 12 5 8 1 7 1 10 8 58
Canada 3 2 3 1 1 24 9 56 1 5 6 25 9 18 6 169
Liechtenstein 1 1 1 2 2 1 1 9
Luxembourg 4 2 1 3 23 5 12 6 2 6 2 1 67
Malta 1 3 1 5
Netherlands 2 1 20 8 1 3 8 8 6 1 103 26 34 17 5 75 26 87 3 1 435
Norway 1 2 26 1 1 10 15 26 9 27 6 7 15 4 8 6 164
Austria 1 7 27 6 2 4 29 1 2 1 56 31 10 2 50 22 103 24 117 7 5 507
Panama 1 1
Portugal 17 1 2 2 22
Switzerland 17 4 1 2 4 2 1 2 1 34 16 35 3 6 16 38 22 23 19 246
Spain 4 1 1 2 3 32 4 11 7 2 8 2 77
Sweden 3 5 67 1 7 32 33 82 8 56 1 5 7 33 8 16 10 1 375
Turkey 4 11 1 1 1 1 3 13 3 2 2 42
UK 5 4 36 2 11 10 3 21 15 12 4 4 140 42 192 4 21 30 135 31 85 44 6 857
USA 1 32 1 25 10 3 12 13 16 2 4 241 83 218 6 28 66 176 70 161 33 7 1,208
Venezuela 1 1 1 3
Cyprus 15 1 1 7 19 39 1 1 6 3 2 12 107
„Central and 
Eastern Europe“ 1 25 94 97 17 20 78 78 88 18 15 462 103 1,338 29 81 512 330 108 242 146 24 3,906
Sum 22 47 393 30 414 55 60 233 238 275 58 35 1 881 533 2,289 75 317 732 1,374 434 1,202 340 48
Source: own
Tab. 1: Geographical assignment of the acquirer and the acquisition targets
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In approximately 1,260 cases, the transferees 
from Russia chose an acquisition target from 
Russia (see Tab. 2). In total, most of the cross-
border acquisitions had its target in Russia 
(1,338). Russia also features the companies 
with majority of acquisition ambitions.
4.2 Russia versus Germany Deals
The analysis of the capital market’s reactions 
to the announcement of a cross-border 
acquisition in Central and Eastern Europe is 
focused only on Russian and German public 
listed companies.
In 206 cases, German companies listed on 
the stock exchange announced cross-border 
acquisitions of a Russian target or Russian 
companies listed on the stock exchange 
announced cross-border acquisitions of 
a German target. This sample marks the basis 
of the present study. Out of the transactions, 
only 56 cases do not deliver sufficient data 
for empirical analysis. The examination 
of capital market’s reactions is made in 
a timeframe of 20 days around the day of 
announcement. The examination focus is on 
the excess return that is determined by the 
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Albania 1 1
Bosnia-
Herzegovina 3 1 4
Bulgaria 49 2 3 1 4 1 2 1 2 1 66
GDR* (until 1990) 0
Estonia 65 30 25 13 1 1 3 138
Georgia 6 3 9
Yugoslavia 1 1 1 1 4
Croatia 7 5 33 1 3 1 1 1 3 4 3 62
Latvia 15 23 10 4 1 53
Lithuania 1 4 10 19 3 2 1 4 2 46
Macedonia 2 2 4
Moldavia 1 1
Poland 1 4 2 12 417 7 10 2 10 2 10 10 2 489
Romania 1 1 56 1 1 1 61
Russia 1 18 9 6 1 7 11 19 3 13 7 11 1,260 4 4 16 8 12 72 17 1,499
Serbia 2 1 10 1 14
Slovak Republic 1 1 1 1 2 26 6 27 1 3 4 73
Slovenia 9 8 22 7 3 1 2 10 7 494 2 2 567
Czech Republic 12 3 1 2 14 3 7 25 1 228 89 5 1 391
Czechoslovakia 
(until 1993) 1 1 6 24 2 34
Hungary 1 11 13 1 1 1 13 22 8 2 8 1 16 5 207 6 316
Ukraine 1 2 2 3 19 6 3 38 74
Belarus 0
Sum 1 25 94 0 97 17 20 78 78 88 18 15 462 103 1,338 29 81 512 330 108 242 146 24
Source: own
Note: * German Democratic Republic
Tab. 2: Geographical assignment of the transferees and the acquisition targets within “Central and Eastern Europe” group
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difference between the anticipated and the 
realized return.
The analysis of abnormal excess returns 
(see Fig. 2, up) shows no signifi cant defl ection 
of returns at any day in the event period. 
Therefore, the analysis of cumulated abnormal 
excess returns must be discussed.
The observation of cumulated excess 
returns (see Fig. 2, down) shows a positive 
signal on capital markets with respect to 
announcements of cross-border takeovers. In 
the examination period of 20 days around the 
moment of announcement, the overall return 
of 3% could have been realized. However, the 
value is statistically not signifi cant. On a safety 
level of 90%, the return of 1.57% could have 
been noted in a timeframe of fi ve days around 
the day of announcement.
The analysis of capital market’s reaction 
(see Tab. 3) shows that the capital market 
values the cross-border investment between 
Russian and German companies positively. 
However, it should be noted that fi ndings 
gained are exclusively based on the capital 
market’s expectations and the conducted 
studies cover a short time period. In this sense, 
we cannot deduce general statements about 
the actual long-term success of company 
takeovers in German or Russian market. The 
results, however, indicate that capital market 
Fig. 2: Abnormal and cumulated abnormal returns in cross-border acquisitions
Source: own
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believes the effects of investments realised in 
form of cross-border acquisitions in Central and 
Eastern European markets are positive.
Also, the comparison of abnormal and 
cumulative abnormal return in cross-border 
acquisitions between Russian and German 
companies (Fig. 3, Part 1) with abnormal and 
cumulative abnormal return in cross-border 
acquisitions in and out of Central and Eastern 
Europe (including Russia) (Fig. 3, Part 2) 
highlights the importance of Russian market in 
the area of M&As in and out of the Central and 
Eastern Europe. 56 cross-border acquisitions 
between Russian and German companies during 
the period 1990 through 2014 resulted in the 
abnormal return on announced day at +0.02% 
and in the cumulative abnormal return at +3%, 
and 1,731 cross-border acquisitions in and out 
of Central and Eastern Europe during the period 
1990 through 2005 resulted in the abnormal 
return on announced day at +0.4 % and in the 
cumulative abnormal return at +0.11%.
Finally, the results of analysis show that the 
abnormal return in a cross-border acquisition 
between Russian and German fi rms is at ca. 
1%, while cross-border acquisitions in and 
out of Central and Eastern European markets 
result in a very low abnormal return near 0%, 
or in the negative abnormal return (see Fig. 4).
The difference between abnormal returns in 
cross-border Russia versus Germany deal and 
cross-border Central and Eastern European 
deal is, according to a two-sided mean test (see 
Tab. 4), statistically signifi cant. It means that 
Russian market is better in the area of cross-
border acquisitions than remaining Central and 
Eastern European markets. It is thus worthier 
investing in Russia than in remaining Central 
and Eastern Europe (including Russia).
Conclusions
Increasing globalization of trade and capital 
mobility has encouraged many companies 
to look outside their home country borders to 
fi nd factors of production that could provide 
competitive advantages (Vasconcellos & Kish, 
1998). The conducted study focuses on capital 
markets stance to the investments in Central and 
Eastern European countries. Specifi cally, it deals 
with the market of Russia from the point of view 
of merging and acquisition activities. Analysis 
of results shows that cross-border acquisitions 
in Central and Eastern Europe increased 
continuously since the beginning of 1990. The 
climax was reached in the year of 2000. Russia, 
Poland, the Czech Republic and Hungary were 
the focus of takeover intentions. Geographical 
proximity to an Central or Eastern European 
N Mean Standard Deviation
Standard 
Error of 
the Mean
+/- 20 days 57 0.032 0.190 0.025
+/- 10 days 57 0.023 0.120 0.016
+/- 5 days 57 0.018 0.070 0.009
+/- 2 days 57 0.003 0.064 0.009
Announced Day 57 0.001 0.024 0.003
Test Value = 0
T df Sig. (2-side)
Average 
Difference
95% Confi dence 
Interval
+/- 20 days 1.251 56 0.216 0.031 -0.019 0.082
+/- 10 days 1.431 56 0.158 0.023 -0.009 0.055
+/- 5 days 1.904 56 0.062 0.018 -0.001 0.036
+/- 2 days 0.317 56 0.752 0.003 -0.014 0.020
Announced Day 0.356 56 0.723 0.001 -0.005 0.008
Source: own
Tab. 3: Statistics (Hypothesis 1)
EM_4_2018.indd   216 28.11.2018   13:13:21
2174, XXI, 2018
Finance
country seems to be an important decision 
criterion for Western Europe`s transferees. The 
analysis of the capital market reactions in the 
timeframe of 20 days around the announcement 
turns out to be positive. According to capital 
market’s opinion, an investment in form of 
a cross-border acquisition between Russian and 
German companies (cumulated abnormal return 
(CAR) +3%) is the most profi table.
In summary, it can be emphasized that 
Central and Eastern Europe as a region is very 
attractive from the market’s perspective due to 
the expected growth rates and the framework 
conditions as well as from the perspective 
of Western European investors, while the 
Russian market is better in the area of cross-
border acquisitions than remaining Central and 
Eastern European markets. These fi ndings 
Fig. 3: Importance of Russian market* (Part 1)
Source: own
Note: *Abnormal and cumulative abnormal return in cross-border acquisitions between Russian and German companies 
(Part 1) and abnormal and cumulative abnormal return in cross-border acquisitions in and out of Central and Eastern 
 Europe (including Russia) (Part 2).
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Fig. 3: Importance of Russian market* (Part 2)
Source: own
Note: *Abnormal and cumulative abnormal return in cross-border acquisitions between Russian and German companies 
(Part 1) and abnormal and cumulative abnormal return in cross-border acquisitions in and out of Central and Eastern 
 Europe (including Russia) (Part 2).
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Fig. 4: Importance of Russian market during the period 1990-2005
Source: own
N Mean Standard Deviation
Standard 
Error of 
the Mean
RDR - MODEL 39 0.010 0.028 0.005
Test Value = 0
T df Sig. (2-side)
Average 
Difference
95% Confi dence 
Interval
RDR - MODEL 2.233 38 0.032 0.010 0.001 0.019
Source: own
Tab. 4: Statistics (Hypothesis 2)
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provide some support to synergistic and 
investment opportunity arguments of M&As in 
emerging markets asserted by Chari, Ouimet, 
and Tesar (2004).
The present study contributes to the 
literature on M&As on several grounds. Firstly, 
the analysis focuses on M&As in Central and 
Eastern Europe, the region that few have 
studied, including all Russia versus Germany 
M&A announcements between 1990 and 
2014. Secondly, the time frame of the analysis 
refl ects fundamental changes in the overall 
environment that arose in Europe in the last two 
decades, and covers the recent serious global 
fi nancial and economic crisis and European 
sovereign debt crisis. Thirdly, the study builds 
on the growth of literature on cross-border 
M&As in and out of emerging markets, and it 
also draws attention to the hidden potential of 
acquisition and merging activities in and out of 
Central and Eastern European economies. The 
paper thus makes an important contribution 
to the literature on M&As by analysing stock 
market reaction to cross border acquisition 
announcements involving Central and Eastern 
European emerging market targets, resp. 
Russian targets, which is a relatively under-
researched area in the literature.
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Abstract
CROSS-BORDER ACQUISITIONS IN CENTRAL AND EASTERN EUROPE WITH 
FOCUS ON RUSSIA VERSUS GERMANY DEALS: AN EMPIRICAL ANALYSIS
Tim Langenstein, Anna Vojtková, Martin Užík, Andreas Ruepp
Globalization, deregulation and the attendant liberalization of capital markets have made cross 
border mergers and acquisitions attractive to fi rms seeking to strategically position themselves 
within the global economy to take advantage of the opportunities that globalization offers. As 
a result, cross-border acquisition and merging activities have increased dramatically over the 
recent decades. Because of the fall of the “iron curtain” and the proceeds of European integration, 
mainly the European single market has created new possibilities. Moreover, one of the main results 
of globalization is a greater role of emerging markets in the global economy, especially in the area 
of foreign direct investment. The paper therefore analyses announced and completed cross border 
acquisitions between a public listed acquirer and target companies from Central and Eastern Europe 
and associated reactions of the capital markets. The analysis focuses, in particular, on cross-border 
Russia versus Germany deals. Examining the sample of 11,085 announced deals over the period 
from January 1990 through December 2014, the analysis points out some important trends in the 
global economy in the area of companies acquisition and merging activities. In summary, it can 
be emphasized that Central and Eastern Europe as the region is very attractive from the market’s 
perspective due to the expected growth rates and the framework conditions as well as from the 
perspective of Western European investors. Analysis results indicate that Russian market is better 
in the area of cross-border acquisitions than remaining Central and Eastern European markets. It 
allows us to suggest that it is worthier investing in Russia than in remaining Central and Eastern 
Europe.
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